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HIGHLIGHTS: 


- Summary | of French Thinking on Defense Problem - Ambassador 
Bruce in Paris has submitted a lengthy summary of the tentative 
thinking of top French officials on the problem of building an adequate 
defense system for western Europe. The proposal of French Premier 
Pleven to establish a common fund under the North Atlantic Treaty 
Organization to be made up of national contributions based on national 
income is a reflection of wide acceptance within the French Govern- 
roent that NATO should be expanded into a real collective defense 
effort with central direction adequate for action rather than merely 
@ program to step up national efforts with coordinated planning. In 
general the French are of the opinion that the NAT and MDAP have 
given little, if any, guidance on what military production each country 
should undertake, on the amount and kind of rearmament for the exist- 
ing and additional forces of each country, or on the general concept of 
interdependent, effective, modern striking forces. Among suggestions 
being considered by the French to meet this problem are 1) that a single 
Americana or a small civilian committee headed by an American, be 
given practically dictatorial powers on rearmament and military pro- 
duction; and 2) that NAT nations contribute all of present military bud- 
gets, except for "police forces, "to a common budget and that a central 

NAT committee should direct all expenditures from these common 
funds. Some-of the arguments which French officials make for such 
drastic changes in procedure are the inadequacy and the inefficiency 
of the "national" approach; the threat of a ‘galloping inflation" in France 
which would lead to a resurgence of Communist strength and render 
France useless and powerless in a war with the USSR; the need to 
spread the inflationary impact of the total military effort on an equit- 
able basis among all NAT countries; the possible use of Germans in an 
Atlantic community or a European army; the need to dispel the defeat- 
ism of the French people who see no hope in a purely French defensive 
effort; and the necessity to avoid playing the “gare of the USSR" which 
is to try to force the NAT nations into placing their economies into real 
"strait-jackets" which would reduce the net addition to the standard of 
living and to the military strength that could otherwise be obtained. 


JCS Views'on Offers of Assistance im Korean Fighting - We have 
been informed that the JCS have received an informal offer from Canada 
through military channels of a squadron of transport aircraft to be used 
in support of operations in Korea and that procedures to make use of 
the planes are being worked out by US and Canadian military representa- 
tives, The JCS have also considered the possibility of offers of ground 
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Charge notes that our deliberate imprecision concerniag the defense 

of Greece enables informed Greeks to argue that we consider Greece 
indefensible and expendable. This argument. swells the rauks of 
opportunists and defeatists at a time when we are engaged in encourag- 
ing throughout the world an uncompromising fighting attitude towards 
communism, Our Charge points out that an alteration of US policy 

in the direction of indicating our determination to aid Greece against 
external aggression would also facilitate a Greek-Turkish military 
understanding. 


FAR EAST: 


US-UK Positions on Formosa ~ We have instructed Ambassador 
Douglas in London to discuss the matter of Formosa with Bevin for 
the purpose of: 1) obtaining a joint US-UK position on immediate 
aspects of the problem; 2) exploring with Bevin the UN aspects. of 
the Formosan question; and 3) assuring Bevin that we would welcome 
an exchange of views on long-run questions associated with the 
Formosa problem. Douglas is instructed to make clear that the 
President's statement on Formosa was made to neutralize that island 
and to limit the Korean fighting until the general security situation 
could be assessed. He has also been instructed, after pointing out 
the danger of Communist seizure of Formosa, to state that we have 
no desire to force an answer to the political questions connected with 
the disposition of Formosa. Douglas may also assure Bevin that we 
have no designs on Formosa and no intention.of seizing it for military 
exploitation, Pending the settlement of Communist aggression in Korea 
we will continue to patrol the Formosa straits to prevent hostilities 
between the island and the mainland; however, recognizing the unsatis- 
factory aspects of such unilateral action, we shall be gladto have any 
views which Bevin may hold on possible United Nations actions in . 
connection with Formosa. Armbassador Henderson in New Delhi has 
. been informed of our instructions to Douglas. 


Chinese Communist Military Intentions - Our Consulate General 
in Hong Kong states that recent xeports have unanimously presaged a 
Chinese Communist attack on Taiwan within two months, the Deputy 
Commander of the Chinese Communist 4th Field Army allegedly having 


promised his cadres an air cover of 1,000 planés and possible assistance 


by the Soviet Navy. A report dated July 25, however, from a source 
believed informed and reliable, is that the Chinese Communists will 
concentrate instead on Korea and secondarily Indochina. From the 
same source, the Consulate General learns that the defense positions 
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of all Chinese Communist field armies are being rearranged in 
order to be prepared for a world war. The source, who is close to 
the Chinese Communist Party in Kwangtung, also reports that the 
Soviet Unich has arranged for the invasion of Indochina, as soon as 
Ho Chi-minh is ready, by a mixed Viet-Chinese force. Further, the 
source claims that Soviet-trained Chinese Communist submarine - 
views have returned to Tsingtao and have received 28 submarines 


- from the USSR. However, according to our Legation in Saigon, the 


French General Staff believes that while Indochina remains a Chinese 
Communist military objective, operations against Taiwan and Tibet 
are likely to come first. Meanwhile, Embassy London has heard 
from the British Foreign Office that in a conversation on July 21, 
Chinese Communist Foreign Minister Chou En-lai made clear to 
Indian Ambassador Pannikar that the Chinese had every intention of 
avoiding being involved in the Korean hostilities unless involvement 
were forced upon them. In New Delhi, Secretary General Bajpai 

of the Indian Ministry of External Affairs has relayed to Ambassador 
Henderson a report by Pannikar to the effect that the highest Chinese 
Communist officials continue to contend that the Korean campaign was 
engineered by the US as a screen for an attack on Communist China 
and that these officials cite as evidence that the US is entering into a 


treaty with Thailand providing for the use of Thailand as a base 


UNITED NATIONS: 


Views on Chinese UN Representation - In light of the possibility 


that the returning Soviet SG representative may try to use his presi- 


. dential prerogative to unseat the Chinese Nationalist representative 


and replace him with a Chinese Communist, we have instructed our 
missions in certain SC member states to stress to the Foreign Offices 
that we would consider it most unwise to debate the Chinese repre- 
sentation guestion at this crucial moment in the UN operation against 
aggression. We also feel that the question should be dealt with on its 
merits, not by procedural dodges, and that a proper constitutional 
majority should decide the matter for each UN organ. 


Reactions to: Proposal for UN Observation Commission - If we 
have assurances of suificiert votes for adoption, we consider it desir - 
able that a resolution be introduced at today's SC meeting under which 
the SC would establish a Fact-Finding and Observation Commission and 
direct it, or subcommissions appointed by it, to visit or station observers 
in any area where the SC or the Commission feels such action would 
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